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On  October  4,  James  R.  Brown  retired  as  Deputy 
Director  of  the  Defense  Contract  Audit  Agency.  That 
was  the  final  act  in  a career  with  the  federal  govern- 
ment which  began  in  March  1957  when  Jim  accepted 
a job  as  a supervisory  auditor  with  the  Army  Audit 
Agency  at  Fort  Richardson,  Alaska. 

The  Lord  only  knows  how  an  ex-Marine  from  Eagle 
Lake,  Maine,  who  at  the  time  was  a retail  traveling 
auditor,  would  wind  up  in  a government  job  in  Alaska. 
But,  for  those  of  us  who  had  the  pleasure  of  knowing 
Jim,  it  is  not  surprising  at  all. 

To  review  the  chronology  of  Jim’s  life  is  to  recognize 
that  this  was  an  uncommon  man.  He  was  the  youngest 
of  16  children  which,  in  itself,  is  a testament  to  his 
survival  skHls.  I am  convinced  that  Jim’s  creative 
talents  and  competitive  spirit  were  born  and  nurtured 
by  that  large  and  active  family.  He  told  me  that  he 
was  alternately  doted  upon  and  scolded  by  every  other 
member  of  the  family  and  that  he  learned  something 
from  each  one. 

I believe  that,  in  the  final  analysis,  learning  was  what 
Jim  Brown  was  all  about.  He  never  stopped  learning, 
and  was  committed  to  providing  learning  opportunites 
for  his  family  and  the  employees  of  this  Agency.  I 
suspect  that,  of  all  his  accomplishments  and  contribu- 
tions to  DCAA,  none  is  more  noteworthy  or  important 
than  his  dedication  to  the  training  and  education  of 
DCAA  employees.  He  quite  correctly  saw  that  our 
quest  for  quality  must  begin  with  a commitment  to 


high  professional  standards  and  be  sustained  by  a 
comprehensive  and  dynamic  educational  program. 

But,  Jim  was  more  than  a person  with  ideas.  He 
was,  in  fact,  more  a person  of  action.  He  translated 
his  ideas  on  training  and  development  into  tangible 
results.  From  the  day  he  became  chief  of  the  Profes- 
sional Development  and  Training  Branch  in  February 
1974,  to  the  day  he  retired,  he  was  thinking,  or  cajoling 
others  to  think,  of  new  and  better  ways  of  improving 
our  training  or  providing  greater  educational  or  develop- 
mental opportunites. 

There  have  been  many  persons  who  contributed  to 
the  present  high  quality  of  the  Defense  Contract  Audit 
Institute,  but  none  did  more  than  Jim  Brown.  Revitaliza- 
tion of  the  Institute  began  when  Jim  came  to  the 
Headquarters  in  1974,  and  his  influence  continues  as 
we  move  ahead  on  projects  that  he  started  before  he 
left. 

Jim  Brown  was,  without  question,  one  of  the  most 
creative  persons  I have  ever  met.  His  mind  was  always 
running  at  fast  idle.  He  was  the  quintessential  idea" 
man  who  literally  moved  in  several  directions  at  once 
and  sparkled  with  new  thoughts  and  concepts. 

In  honor  of  Jim’s  contributions  to  DCAA  and  in 
recognition  of  his  extraordinary  ingenuity  and  crea- 
tivity, we  have  established  the  J.  R.  Brown  Creative 
Achievement  Award.  The  $2,000  award  will  be  made 
annually  to  an  employee  who  has  made  a con 
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Director’s  message 

In  the  July  1983  and  August  1984  issues  of  the  Bulletin,  I described  audit/management  initiatives  which 
the  Assistant  Secretary  of  Defense  (Comptroller)  tasked  DCAA  to  implement  in  MYs  1984  and  1985. 

These  initiatives  have  served  to  focus  our  efforts  on  areas  of  significant  cost  savings  and  economies  in  the 
DoD  procurement  process.  As  I noted  in  August,  your  enthusiastic  response  enabled  the  Agency  to  fulfill 
its  commitment  on  the  first  seven  initiatives.  Previously  I outlined  a few  of  the  major  accomplishments.  I 
would  now  like  to  describe  some  of  the  specific  results  achieved  under  the  first  initiative  which  will  have  a 
direct  impact  on  our  ability  to  question  and  sustain  unallowable  costs  claimed  by  contractors  for 
reimbursement. 

The  first  initiative  tasked  DCAA  to  undertake  a thorough  study  of  cost  principles.  The  purpose  of  the 
study  was  twofold:  first,  to  identify  any  loopholes  in  existing  regulations  which  permit  contractors  to  be 
reimbursed  for  unreasonable  costs;  and  second,  to  identify  provisions  requiring  clarification  or  revision  due 
to  ambiguous  language.  A number  of  areas  were  identified  as  requiring  clarification  or  revision.  Four  of 
these  areas  are  summarized  below: 

Compensation  for  Personal'Services-Banked  Vacations,  FAR  31.205-6(m).  When  an  employee 
earns  vacation  rights,  the  related  cost  is  usually  recorded  in  the  accounting  period  in  which  the  right  is 
earned  at  the  employee’s  current  wage  rate  and  is  charged  immediately  to  government  contracts.  If  the 
employee  defers  taking  part  or  all  of  his/her  vacation  for  many  years,  the  contractor  periodically  revalues 
the  vacation  liability  to  reflect  any  increases  in  the  employee’s  wage  rate  and  charges  the  increases  to 
government  contracts.  A financial  inequity  results  because  contractors  receive  interest-free  use  of 
government  funds  under  the  initial  reimbursement.  Reimbursement  of  additional  increments  fails  to 
recognize  the  time  value  of  money  and  is  redundant.  The  Cost  Principles  Subcommittee  agreed  that  an 
inequity  exists  and  recommended  a revision  to  FAR  31.205-6(m)  to  limit  allowable  costs  for  compensated 
personal  absences  to  the  sum  of  each  individual  employee’s  hours  multiplied  by  the  employee’s  pay  rate  in 
effect  at  the  time  of  entitlement.  The  proposed  revision  is  currently  out  for  public  comment.  Potential 
savings,  as  a result  of  closing  this  loophole,  are  estimated  at  over  $20  million  a year. 

Discount  Rate  Applied  to  Self-Insurance  Liabilities,  FAR  31.205-16.  CAS  416  requires  that  actual 
self-insurance  losses  be  measured  on  a present  value  basis.  The  standard  also  requires  that  the  rate  used 
be  the  discount  rate  prescribed  for  settling  such  claims  by  the  state  having  jurisdiction  over  the  claim.  If  no 
such  rate  is  prescribed  by  the  state,  then  the  interest  rate  determined  by  the  Secretary  of  the  Treasury 
must  be  used.  Some  contractors  have  interpreted  this  requirement  to  apply  to  all  claims  expected  to  be 
paid  after  one  year  from  the  date  of  loss,  not  just  those  claims  actually  paid  on  a lump-sum  basis.  We  took 
exception  to  the  contractors’  interpretation  because  use  of  the  artificially  low  rates  prescribed  by  some 
states  to  discourage  lump-sum  settlements  results  in  unreasonable  costs  claimed  by  contractors.  We 
believe  that  the  Treasury  rate  should  be  used  in  all  cases  except  those  few  claims  that  are  actually  settled 
on  a lump-sum  basis.  We  referred  this  issue  to  the  DoD  CAS  Working  Group;  however,  as  there  was  no 
mechanism  then  available  for  revising  CAS  416,  any  change  had  to  be  effected  through  the  cost  principles. 
The  Cost  Principles  Subcommittee  agreed  with  our  position  and  recently  issued  its  final  report  on  this 
matter.  We  anticipate  approval  by  the  Defense  Acquisition  Regulatory  and  Civilian  Agency  Acquisition 
Councils  in  the  near  future  and  that  the  revision  will  become  effective  on  or  about  January  1,  1985.  Savings 
from  closing  this  loophole  are  estimated  at  over  $10  million  per  year. 

Goodwill,  FAR  31.205-49.  In  the  Gould  Defense  Systems,  Inc.  ASBCA  case  (No.  24881),  the  Board 
ruled  that  “purchased  goodwill,”  when  properly  recognized  in  connection  with  a merger  or  acquisition  and 
amortized  in  a manner  consistent  with  generally  accepted  accounting  principles,  is  an  allowable  cost.  The 
ASBCA  also  ruled  that  the  unamortized  value  of  goodwill  qualified  for  application  of  facilities  capital  cost  of 
money  (CAS  414).  Acting  on  our  advice,  the  Comptroller  recommended  that  the  Under  Secretary  of 
Defense  for  Research  and  Engineering  (USDR&E)  initiate  cost  principle  revisions  which  would  specifically 
indentify  goodwill  and  related  cost  of  money  as  unallowable.  Those  resultant  revisions  became  effective 
October  1,  1984.  A DCAA  study  of  54  corporate  home  offices  found  that  34  contractors  had  recorded 


Page  2 


The  Bulletin 


goodwill  totaling  approximately  $3  billion.  Although  it  was  not  determined  how  much  of  this  amount  would 
have  been  allocable  to  government  contracts,  it  is  reasonable  to  presume  the  amounts  would  be  significant, 
particularly  when  cost  of  money  is  added.  Failure  to  close  this  loophole  would  have  had  a tremendous 
impact  on  the  costs  of  weapons  systems. 

Gains  and  Losses  on  Disposition  of  Depreciable  Property  and  Other  Capital  Assets,  FAR  31- 
205-16.  In  recent  years,  a number  of  defense  contractors  have  been  acquired  by  other  firms  under 
“business  combinations.’’  When  a business  combination  occurs,  the  acquiring  company  normally  writes  up 
the  acquired  assets  to  the  amount  of  the  purchase  price.  The  written  up  assets  can  then  be  depreciated 
against  subsequent  government  contracts.  To  protect  against  inequity  to  the  government  in  such 
situations,  the  DAR  Council  enacted  FAR  31.205-16  (formerly  DAR  15-205.32)  which  provides  that  certain 
gains  on  the  sale  of  depreciable  assets  will  be  credited  against  government  contracts.  We  found,  however, 
that  where  the  business  combination  is  accomplished  by  means  of  a stock  purchase,  the  regulation  does 
not  afford  the  government  adequate  protection.  Because  there  is  no  change  in  the  legal  entity  with  which 
the  government  has  a contractual  relationship,  it  is  unclear  whether  the  government  can  assert  a claim  for 
a credit  on  any  gain  realized  by  the  seller  (i.e.,  stockholders).  We  recommended  that  the  DAR  Council 
establish  a case  to  close  this  loophole.  The  DAR  Council  has  assigned  DAR  Case  No.  84-18  to  the  Cost 
Principles  Subcommittee  to  consider  not  only  needed  changes  in  FAR  31.205-16,  but  also  changes  to 
related  cost  principles  and  FAR  regulation  (i.e.,  depreciation,  organization  costs,  compensation  for  “golden 
parachutes,”  and  novation  agreements).  Although  the  total  impact  is  unknown,  three  recent  business 
combinations  resulted  in  asset  write  ups  of  over  $100  million.  The  Subcommittee’s  report  should  be  issued 
to  the  DAR  Council  in  early  1985. 

Of  course  our  efforts  did  not  stop  with  the  initial  areas  identified.  We  are  continually  reviewing  the  cost 
principles  in  light  of  recommendations  received  from  the  field  and  current  audit  problems.  For  example, 
evaluating  the  allowability  of  public  relations  type  costs  has  posed  continuous  problems  for  auditors, 
contracting  officers,  and  contractors.  ASBCA  decisions  questioned  costs  being  accepted  as  allowable  (i.e., 
anniversary  celebrations,  press  relations,  brochures,  etc.).  We  advised  the  Comptroller  that  significant 
amounts  of  public  relations  costs,  which  provide  little  or  no  benefit  to  the  government,  are  being  charged  to 
government  contracts.  The  Comptroller  recommended  that  USDR&E  develop  needed  regulations. 
Concurrently,  Fred  Newton,  who  was  then  Assistant  Director,  Policy  and  Plans,  testified  at  a 
Congressional  hearing  on  the  problems  encountered  by  DCAA  auditors  in  trying  to  evaluate  public 
relations  type  costs.  In  September,  USDR&E  tasked  the  DAR  Council  to  establish  a case  to  consider  a 
new  cost  principle  that  will  clearly  define  public  relations  activities  and  establish  specific  allowability 
provisions.  The  new  cost  principle  should  be  effective  early  in  1985. 

Our  success  in  implementing  this  initiative,  as  well  as  the  other  six,  required  the  input  and  cooperation  of 
all  levels  within  DCAA.  Your  enthusiastic  response  contributed  significantly  to  this  accomplishment  and 
yielded  substantial  savings  to  DoD.  Your  continued  support  in  implementing  the  current  initiatives  (outlined 
in  the  August  Bulletin)  will  further  demonstrate  the  dedication  of  DCAA  employees  to  improving  DoD 
procurement. 


C.  O.  STARRETT,  Jr. 
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to  the  Agency  which  clearly  demonstrated  ingenuity, 
innovation,  or  creativity  weD  beyond  normal  job  requirements. 

Creativity  flourishes  throughout  DCAA,  and  I wish 
to  emphasize  that  any  Agency  employee,  auditor  or 
non-auditor,  may  be  nominated  for  the  award.  Nomina- 
tions will  not  be  limited  to  organizations,  functions,  or 
positions.  Regional  Directors  will  be  permitted  to 
submit  one  nomination,  as  will  each  Head  of  a Prin- 
cipal Staff  Element  in  Headquarters,  the  Manager, 
DCA1,  and  the  Director  of  the  Field  Detachment. 

The  Headquarters  Career  Development  Board  will 
review  nominations  and  make  a recommendation  to 
the  Director,  DCAA,  who  will  make  the  final  selection. 
Full  details  on  the  award  and  selection  criteria  soon 
will  be  published  in  Chapter  41  of  the  DCAA  Person- 
nel Management  Manual.  1 urge  all  supervisors  and 
managers  to  become  familiar  with  the  award  and  to 
submit  nominations  of  deserving  employees.  Nomina- 
tions for  the  first  award  are  due  in  the  Headquarters 
by  March  1,  1985,  for  the  1984  award. 

Jim  Brown  was  important  to  DCAA  and  we  will 
miss  his  wit  and  his  energy.  But  we  can  take  solace  in 
knowing  that  what  he  built  and  began  will  last  for 
many  years,  and  that  future  generations  of  DCAA 
employees  will  be  the  beneficiaries  of  his  work. 


When  we  lose  someone  of  Jim  Brown’s  caliber,  we 
are  fortunate  in  DCAA  to  have,  waiting  in  the  wings, 
a good  number  of  highly  qualified  and  professional 
candidates  to  take  his  place.  Such  was  the  case  when 
it  became  necessary  to  select  the  new  Deputy 
Director. 

I have  the  pleasant  task  of  announcing  the  selection 
of  Fred  J.  Newton  as  the  new  Deputy  Director  of 
DCAA. 

I have  great  confidence  in  Fred’s  professional  and 
executive  abilities.  Throughout  his  career,  and  most 
recently  as  Assistant  Director  for  Policy  and  Plans,  he 
has  demonstrated  an  exceptional  capacity  for  grasping 
the  essence  of  complex  issues  and  successfully  resolv- 
ing difficult  and  contentious  problems  with  elements 
within  and  outside  the  Agency.  He  is  dedicated  and 
tenacious  in  his  commitment  to  high  standards  of 
contract  audit.  He  has  become  one  of  the  Agency’s 
most  effective  and  convincing  advocates  and  has  been 
unrelenting  in  the  pursuit  and  application  of  cost 
principles  that  protect  the  government’s  interests.  He 
is  an  exceptional  executive  and  a fair  stand  up 
comedian. 


Before  joining  DCAA  in  1965,  Fred  worked  as  a 
cost  accountant  in  industry  for  two  years  and  was  in 
public  accounting  for  three  years.  He  worked  as  a 
staff  auditor  in  several  field  audit  offices  before  moving 
to  the  Los  Angeles  Regional  Office  and  then  on  to  the 
Headquarters  in  1975.  Among  many  of  his  accomplish- 
ments was  his  leadership  in  implementing  cost  account- 
ing standards. 

Fred  has  a BBA  in  Accounting  from  the  University 
of  Houston,  and  a MA  in  Management  from  Central 
Michigan  University.  He  was  awarded  his  CPA  from 
California.  He  has  received  the  DCAA  Meritorious 
Civilian  Service  Award  and  the  AGA  Distinguished 
Leadership  Award.  He  is  very  active  in  professional 
activities.  He  is  a member  of  the  Federal  Acquisition 
Special  Committee  of  the  American  Institute  of  CPAs; 
chairman  of  the  Financial  Management  Standards 
Board  and  a member  of  the  Capital  Region  Education 
Advisory  Council  of  the  Association  of  Government 
Accountants  (AGA).  He  is  also  a member  of  the 
National  Association  of  Accountants. 

Fred’s  service  with  DCAA  has  been  outstanding 
and,  as  I said,  we  are  fortunate  to  have  someone  with 
his  ability  available  for  the  Deputy  Director  position.  I 
am  looking  forward  to  working  with  Fred  in  his  new 
role  and  am  confident  that  it  will  be  as  rewarding  as 
our  past  association. 


I also  am  pleased  to  announce  my  selection  of 
William  J.  Sharkey  as  the  new  Assistant  Director, 
Policy  and  Plans.  Bill  recently  returned  to  his  job  as 
Deputy  Assistant  Director,  Operations,  from  a special 
assignment  to  the  task  force  which  set  up  the  Depart- 
ment of  Justice  special  unit  on  fraud. 

Bill  began  his  federal  career  in  1961  with  the  Navy 
Area  Audit  Office,  Philadelphia  after  graduating  from 
St.  Joseph’s  College  with  a BS  degree  in  Accounting. 
In  1966,  with  the  birth  of  DCAA,  he  tranferred  to  the 
Philadelphia  Branch  Office.  During  his  18  years  with 
the  Agency,  Bill  has  worked  throughout  DCAA  at  the 
FAO,  regional  and  Headquarters  level.  He  earned  his 
Masters  degree  in  1977  from  Central  Michigan 
University  and  was  awarded  his  CPA  from  the  state 
of  Virginia  in  1981.  Bill  is  a member  of  the  AICPA,  the 
Virginia  Society  of  CPAs,  the  D.C.  Institute  of  CPAs, 
the  AGA  and  the  National  Association  of  Account- 
ants. 
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Congress  approves  new  merit  pay  system 


By  Roger  Kriesch 
Personnel  Management  Specialist 
Headquarters 


On  October  10,  Congress  passed  a bill  which 
revises  the  merit  pay  system  for  GM-13-15  super- 
visors, managers,  and  management  officials  in  the 
federal  service.  The  bill  is  expected  to  be  signed  into 
law  by  the  President. 

The  following  are  key  elements  of  the  new  bill, 
entitled  the  Performance  Management  and  Recogni- 
tion System  (PMRS). 

• Coverage  includes  the  same  GM-13-15  supervi- 
sors, managers  and  management  officials  who  are 
currently  under  merit  pay. 

• All  federal  agencies  are  required  to  establish 
performance  appraisal  systems  which  have  five  sum- 
mary rating  levels,  of  which  the  middle  level  is 
designated  “fully  successful."  The  annual  compar- 
ability pay  adjustments  and  merit  increas- 
es are  linked  to  these  standardized  rating  levels. 

• The  merit  pay  pool  concept  is  abolished.  All  GM 
employees  with  summary  performance  ratings  of 
“fully  successful”  or  higher  will  receive  full  compar- 
ability pay  increases  equivalent  to  that  received  by 
General  Schedule  employees.  Employees  rated  one 
level  below  “fully  successful”  will  receive  one-half 
comparability.  Those  rated  two  levels  below  “fully 
successful”  will  receive  no  comparability  pay  increases. 

• Within-grade  step  increases  (renamed  merit 
increases  for  GM  employees)  have  been  restored  to 
former  GM  employees  on  an  annualized  basis. 
Employees  in  the  lower  third  of  the  pay  range  for  their 
grade  (i.e.,  below  the  step-4  rate  for  GS  employees) 
who  receive  “fully  successful”  or  higher  summary 
performance  ratings  will  receive  the  full  amount  of  the 
within-grade  step  increase  for  their  grade.  Those 
employees  in  the  upper  two-thirds  of  the  pay  range  for 
their  grade  (at  or  above  the  step-4  rate  for  GS 
employees)  who  are  rated  “ fully  successful”  will 
receive  one-third  of  the  amount  of  the  full  step 
increase;  those  rated  one  level  above  “fully  successful” 
will  receive  half  of  the  amount  of  the  full  step  increase; 
and  those  employees  rated  two  levels  above  “fully 
successful”  will  receive  the  full  within-grade  step 
increase  applicable  to  their  grade.  No  within  grade 
step  increases  are  provided  for  employees  rated 
below  “fully  successful.  ” At  this  time,  the  full  amounts 


of  within-grade  step  increases  are  worth  $1,211  (GM- 
13s),  $1,431  (GM-14s)  and  $1,683  (GM-15s). 

• Mandatory  cash  awards  are  to  be  granted  to 
employees  rated  two  levels  above  “fully  successful." 
Awards  are  optional  for  employees  rated  “fully  suc- 
cessful" or  one  level  higher.  An  award  normally  may 
not  exceed  10  percent  of  an  employee’s  basic  pay. 

Summary  of  PMRS 

1.  Rated  two  levels  above  “fully  successful.” 

Pay  entitlements  — Full  comparability.  Full 
within-grade  step  increase.  Mandatory  cash 
award. 

2.  Rated  one  level  above  “fully  successful.” 

Pay  entitlements  — Full  comparability.  One- 
half  of  full  within-grade  step  increase  for  pay 
rates  at  or  above  step  4. 

Full  within-grade  step  increase  for  pay  rates 
below  step  4.  Possible  cash  award. 

3.  Rated  “fully  successful.” 

Pay  entitlements  — Full  comparability.  Full 
with-grade  step  increase  for  pay  rates  below 
step  4. 

One-third  of  full  within-grade  step  increase  for 
pay  rates  at  or  above  step  4.  Possible  cash 
award. 

4.  Rated  “minimally  successful." 

Pay  entitlements  — One-half  comparability. 
No  within-grade  increase.  No  cash  award. 

5.  Rated  “unsuccessful”  or  “ unsatisfactory .” 

Pay  entitlements  — No  comparability.  No 
within-grade  step  increase.  No  cash  award. 

The  Performance  Management  and  Recognition 
Systems  Bill  also  includes  some  changes  which  are 
designed  to  improve  the  personnel  system  for  the 
Senior  Executive  Service  (SES).  The  changes  include: 

• Removal  of  the  limitation  on  number  of  bonuses 
an  Agency  can  grant  to  SES  members.  Instead,  a 
Bonus  Award  Pool  is  established  at  3 percent  of  the 
total  Agency  career  SES  payroll  or  15  percent  of  the 
Agency’s  average  SES  salary,  whichever  is  greater. 

• Establishment  of  a minimum  bonus  of  5 percent 
of  base  pay  with  no  greater  bonus  than  20  percent. 
Monies  received  from  bonuses  or  Presidential  Rank 
Awards  which  are  in  excess  of  the  Executive  Level  I 

cont’d  next  page 
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total  compensation  cap  may  be  paid  to  the  SES 
member  in  the  following  fiscal  year. 

• A fall-back  right  for  Senior  Executive  Service 
(SES)  members  to  a GM-15  position  during  reduc- 
tions-in-force. 

• A provision  that  an  SES  member  must  receive 
consultation  and  be  given  at  least  60  days’  advance 
written  notice  of  geographic  moves  outside  the  com- 
muting area.  The  advance  notice  must  also  include 
specific  reasons  for  the  relocation. 

• A reaffirmation  that  a basic  premise  for  establish- 
ing the  Senior  Executive  Service  is  to  foster  position 
and  geographic  mobility  and  that  failure  of  an  SES 


member  to  accept  a directed  reassignment  or  transfer 
of  function  is  grounds  for  suspension  or  removal. 

® Provisions  that  senior  commissioned  officers  of 
the  military  services  are  authorized  to  serve  as 
members  of  Agency  Executive  Resources  Boards. 

The  new  Performance  Management  and  Recogni- 
tion System  is  effective  retroactively  to  the  first  day  of 
the  first  pay  period  beginning  after  October  1.  The 
Headquarters  personnel  office  is  in  the  process  of 
resolving  some  technical  isssues  with  the  Office  of 
Personnel  Managment  and  awaiting  their  impementing 
instructions.  When  implemented,  the  merit  pay  in- 
crease will  be  made  retroactive  to  October  7. 


OASIS  is  alive  and  well  at  your  FAO 


By  John  N.  Treano 
Program  Manager 
DCAI  Memphis,  Tennessee 


George  Santayana  observed  that  those  who  cannot 
remember  the  past  are  condemned  to  repeat  it.  This 
observation  is  as  valid  for  audit  as  it  is  for  history.  In 
operations  audit  we  address  this  situation  through  the 
Operations  Audit  Summary  Information  System, 
OASIS  for  short.  OASIS  is  an  operations  audit 
encyclopedia  for  field  auditors.  It  collects  and  dissemi- 
nates pertinent  operations  audit  findings,  leads,  and 
techniques  to  field  auditors  for  use  in  uncovering 
deficiencies  in  contractor  operations. 

This  is  how  the  program  works.  Semiannually,  each 
region  forwards  audit  reports  and  synopses  of  opera- 
tions audit  findings  to  the  Operations  Audit  Support 
Branch  (OASB)  at  DCAI.  These  synopses  are  audit 
summaries  depicting  industry,  major  audit  area,  audit 
approaches  and  indicators,  conclusion  and  recom- 
mendations, and  the  contractor’s  reaction.  OASB 
reviews  and  edits  this  information,  assigning  a unique 
case  number  to  each  synopsis.  The  synopses  are 
machine  coded  by  case  number  for  major  audit  area, 
type  of  finding,  industry,  and  audit  technique.  This 
information  is  added  to  the  OASIS  data  base.  The  new 
synopses  and  an  updated  OASIS  index  are  published 
and  disseminated  to  the  field  offices. 

Okay,  so  what?  Well,  it’s  at  this  point  that  OASIS 
becomes  an  extremely  useful  tool  for  operations 
auditors  in  developing  leads  and  saving  precious  audit 
time.  In  a matter  of  minutes,  the  auditor  can  determine 


if  applicable  audit  experience  exists  on  an  Agency- 
wide basis.  This  is  done  by  querying  the  OASIS 
‘SEARCH’  routine  of  CompuServe.  The  program 
asks  for  specific  categories  desired  by  the  user.  These 
categories  are  major  audit  area,  findings,  industry, 
and  audit  technique.  When  the  auditor  designates  the 
categories,  the  system  will  require  specific  subject 
areas  for  each  category.  The  output  is  a listing  of  all 
cases  and  audit  report  numbers  where  experience  has 
been  gained  in  this  area.  The  case  numbers  reference 
directly  to  the  OASIS  synopses  in  the  FAO  files.  If  the 
auditor  requires  further  information,  a copy  of  the 
audit  report  can  be  obtained  from  OASB. 

For  example,  an  evaluation  of  engineering  labor 
productivity  through  floor  checks  in  the  space  and 
missile  industry  would  have  direct  engineering  labor 
as  a major  audit  area,  a productivity  finding,  the  space 
and  missile  industry,  and  an  audit  technique  of  floor 
checks.  A word  of  caution.  All  four  categories  need 
not  be  used  simultaneously.  The  greater  combination 
of  categories  used,  the  more  restricted  the  output  will 
be.  In  our  example,  independent  inquiries  for  direct 
engineering  labor  and  productivity  alone  would  proba- 
bly generate  many  more  cases  than  using  all  four 
categories  combined. 

I mentioned  earlier  the  potential  pitfalls  of  hot 
utilizing  past  experience.  This  is  especially  true  in 
operations  audits  considering  the  increasing  areas  of 
review  and  the  allocation  of  scarce  audit  resources. 
Learning  from  mistakes  is  fine,  but  achieving  quality 
findings  from  reviewing  other  successful  approaches 
is  much  better  and  less  time  consuming.  OASIS 
makes  this  possible  in  a big  way.  Use  it! 
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To  pay  or  not  to  pay 


By  John  N.  Ford 
Assistant  General  Counsel 
Headquarters 


In  recent  months,  the  Counsel’s  Office  has  received 
several  inquiries  regarding  automobile  accidents  in- 
volving DCAA  employees.  Hopefully,  this  rash  of 
accidents  will  prove  to  be  an  aberration  in  so  far  as  the 
Agency’s  safety  record  is  concerned.  However,  be- 
cause these  accidents  have  occured  throughout  the 
country  and  the  employees  concerned  have  been  in 
varying  duty  categories,  it  seems  prudent  to  inform 
employees  of  their  rights  and  liabilities  when  involved 
in  an  automobile  accident  while  on  duty. 

The  basic  principle  to  keep  in  mind  is  that  if  an 
employee  is  acting  within  the  scope  of  his/her  employ- 
ment and  negligently  or  wrongfully  injures  someone  or 
damages  another  person’s  property,  through  the 
operation  of  an  automobile,  the  employee  incurs  no 
personal  liability.  This  is  explicitly  set  forth  in  the 
Federal  Tort  Claims  Act  (FTCA)  which  provides  that 
claims  under  the  Act  shall  be  the  exclusive  remedy  for 
“loss  of  property  or  personal  injury  or  death,  resulting 
from  the  operation  by  any  employee  of  the  govern- 
ment of  any  vehicle  while  acting  within  the  scope  of 
his  office  or  employment."  In  such  situations,  the 
claimant  must  file  an  administrative  claim  against  the 
government  for  such  injury,  death  or  property  damage. 
(It  should  be  noted  that  DCAA  does  not  have 
authority  to  process  claims  under  the  FTCA.  FTCA 
claims  involving  DCAA  are  processed  by  the  Army.) 

As  stated  in  the  preceding  paragraph,  the  govern- 
ment only  becomes  liable  when  an  employee  acts 
negligently  or  wrongfully  while  in  the  scope  of  his/her 
employment.  Consequently,  if  an  employee  is  involved 
in  an  automobile  accident,  he/she  should  not  make 
conclusory  statements  such  as  “It  was  my  fault.  ’’That 
is  a factual  determination  to  be  made  by  a third  party 
after  considering  all  the  circumstances  surrounding 
an  event.  In  this  case  the  proper  parties  would  be  the 
investigating  police  officer,  if  there  is  one,  and  the 
Army  Claims  Service  investigator  who  would  investi- 
gate the  claim  before  a determination  of  liability  is 
made. 

If  the  other  party  is  at  fault,  he/she  could  be  liable  to 
a rental  car  company,  the  employee  or  the  govern- 
ment, depending  on  the  circumstances.  Insofar  as 
liability  to  the  employee  is  concerned,  that  is  a private 
matter  between  the  employee  and  the  other  individual. 


As  regards  the  question  of  whether  the  employee 
was  acting  within  the  scope  of  his/her  employment, 
Army  Regulations  define  that  term  as  generally  being 
“ conduct  expressly  or  impliedly  directed  or  authorized 
by  competent  authority,  or  within  the  design,  aim, 
purpose  or  instructions  of  the  unit’s  or  orgainzation’s 
mission  or  in  the  interest  of  the  government.  ” Again, 
as  with  the  question  of  fault,  this  is  a question  of  fact  to 
be  determined  in  accordance  with  federal  law.  The 
proper  administrative  fact  finder  is  the  Army  Claims 
Service.  Therefore,  an  employee  would  be  well  advised 
to  refer  all  claims  arising  from  an  automobile  accident 
under  circumstances  where  the  employee  might  possi- 
bly fall  within  this  definition. 

There  are  some  limitations  as  to  the  territorial 
application  of  the  FT CA  as  well  as  some  exceptions  to 
who  may  be  proper  claimants.  As  to  the  former,  the 
FTCA  only  applies  to  incidents  occurring  within  the 
territorial  limits  of  the  United  States.  Concerning  the 
latter,  anyone  can  be  a proper  claimant  so  long  as  the 
claim  does  not  involve  injury,  death  or  property 
damage  to  a military  member  or  federal  employee 
while  acting  in  the  line  of  duty  or  within  the  scope  of 
his/her  employment.  An  example  of  when  a federal 
employee  could  be  a proper  claimant  would  be  in  a 
situation  where  a DCAA  auditor  is  on  TDY  and  has 
rented  a car  at  the  TDY  site.  While  returning  from 
dinner,  the  auditor  is  involved  in  an  accident.  The 
other  party  in  the  accident  is  another  federal  employee 
permanently  assigned  in  the  TDY  city  who  was  on  his 
way  to  the  theater.  Here,  this  employee  was  not 
serving  “in  scope”  and  thus  could  be  a FTCA 
claimant. 

A situation  when  a federal  employee  would  not  be  a 
proper  claimant  could  arise  when  two  auditors,  on  a 
mobile  assignment,  are  proceeding  to  a contractor’s 
location  by  POV  and  are  involved  in  an  accident.  The 
passenger  is  severely  injured  in  the  accident.  The 
passenger  probably  could  not  recover  for  his/her 
injuries  under  the  FTCA  because  it  is  likely  she/he 
was  within  the  scope  of  his/her  employment  at  the 
time.  (However,  the  injured  employee  probably  would 
be  a proper  claimant  under  the  Federal  Employees 
Compensation  Act  for  work  related  injuries.) 

In  summary,  if  you  are  involved  in  an  automobile 
accident  while  acting  within  the  scope  of  your  employ- 
ment, you  should  not  make  any  admissions  of  liability, 
cooperate  fully  with  investigative  authorities,  make  no 
offer  to  pay  the  other  party  out  of  your  own  pocket,  or 
attempt  to  recover  such  payments  on  a travel  claim. 
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Contract  appeals  activity 


By  Steve  Austin 

Program  Manager,  Policy  Liaison  Division 
Headquarters 


DCAA  involvement  in  contract  appeals  cases  has 
received  increasing  attention  during  recent  months. 
The  Assistant  Secretary  of  Defense,  Comptroller 
(OASD(C))  quarterly  report  on  the  Activities  of  the 
Defense  Contract  Audit  Agency  includes  a section  on 
contract  appeals  activity.  The  report  reflects  the 
number,  type  and  dollar  amount  of  contract  appeals 
cases,  and  contains  briefs  of  several  current  significant 
cases  in  which  DCAA  is  involved. 

A series  of  meetings  between  management  of 
DCAA  and  the  various  DoD  trial  attorney  organiza- 
tions have  been  scheduled  to  discuss  ways  to  improve 
the  contract  appeals  process.  One  item  being  con- 
sidered is  joint  training  on  potential  ASBCA  issues. 

As  a result  of  these  recent  events  there  has  been  a 
significant  increase  in  the  amount  of  information 
needed  from  regions  and  field  audit  offices  (FAO) 
regarding  contract  appeal  cases.  Quarterly  reports  on 
open  contract  appeals  cases  are  now  submitted  for 
the  Comptrollers’  report  in  addition  to  the  annual 
status  reports.  Most  recently,  MIS  data  was  requested 
by  Headquarters  on  all  docketed  contract  appeals 
cases  closed  during  management  year  (MY)  1984. 

As  of  June  30  1984,  DCAA  was  involved  in  224 


contract  appeals  cases  involving  recommended  price 
adjustments  totalling  $352  million.  The  number  of 
cases  by  region  is  shown  in  Graph  I.  The  dollar  values 
at  issue  have  been  classified  into  eight  categories  as 
shown  in  Graph  II.  The  eight  categories  are  defective 
pricing,  equitable  adjustment  claims,  delay  claims, 
terminations,  cost  accounting  standards,  contract 
terms,  DAR  Section  15,  and  other  cases  that  do  not 
fall  into  a specific  category.  Equitable  adjustment 
claims,  delay  claims,  and  terminations  make  up  over 
50  percent  of  the  $352  million  at  issue. 

Seventy-two  docketed  contract  appeals  cases  were 
closed  in  MY  1984  totalling  $261  million.  Overall,  34  of 
the  72  cases  were  closed  as  a result  of  a decision  being 
rendered  while  38  of  the  cases  were  closed  through 
the  negotiation  process  or  as  a result  of  subsequent 
withdrawal  of  an  appeal.  Again,  the  equitable  adjust- 
ment claims,  delay  claims  and  termination  cases  made 
up  the  bulk  of  those  cases  closed  during  the  year. 

Future  contract  appeals  activity  planned  for  MY  85 
includes  updating  the  DCAA  Pamphlet  No.  7641.4, 
Reference  Guide  to  Decision-Contract  Cost.  Over 
3,000  appeals  board  decisions  have  been  rendered 
since  the  guide  was  last  updated.  To  date,  we  have 
narrowed  the  cases  to  potential  DCAA  interest  to 
about  200  cases.  These  cases  are  currently  being 
reviewed  and  briefed  for  inclusion  in  the  reference 
guide. 


Graph  1 

No.  of  Open  Contract  Appeal  Cases 

By  Region  as  of  30  June  1984 
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FAO  Manager’s  willingness  to  move  receives 
“graphic”  recognition 


Charlie  Scrofano,  currently  the  resident  auditor  at 
General  Dynamics  in  Ft.  Worth,  Texas,  was  recently 
recognized  by  the  San  Francisco  Region  for  his  ready 
willingness  to  go  where  the  Agency  needs  him. 

In  July  1981,  Scrofano  left  his  position  in  the  Los 
Angeles  Regional  Special  Programs  Office  to  become 
the  branch  manager  of  the  San  Francisco  Region’s 
Santa  Barbara  Branch.  There  he  earned  recognition 
for  his  capable  leadership-especially  for  his  contribu- 
tions to  an  experiment  in  participative  management. 
After  less  than  three  years  in  Santa  Barbara,  he 
accepted  a lateral  reassignment  to  Ft.  Worth,  Texas 
as  resident  auditor  of  Atlanta  Region’s  office  at 
General  Dynamics. 

The  San  Francisco  Region,  believing  that  Scrofano’s 
commitment  to  DCAA  and  its  mission  was  worthy  of 
some  comment,  prepared  a plaque,  which  together 
with  a letter  of  commendation  from  Bernie  Topf,  San 
Francisco’s  Regional  Director,  was  presented  to 
Scrofano  when  he  left. 

While  the  resemblance  to  Charlie  Scrofano  of  the 
fellow  leaving  Santa  Barbara  is  remarkable,  we  will 
have  to  wait  to  see  if  the  Lone  Star  State  will  have  the 
effect  on  his  appearance  anticipated  in  the  graphic. 

San  Francisco  gave  Scrofano  a humorous  tribute, 
but  his  dedication  and  commitment  to  DCAA  and  its 
mission  make  a very  serious  and  significant  contri- 
bution to  our  Agency’s  continuing  success. 


Security  reminder 

As  you  know  the  holiday  season  is  fast  approaching 
and  with  it  comes  the  dramatic  increase  in  petty 
thefts.  Here  are  several  ways  we  can  drastically  cut 
down  on  the  number  of  these  incidents: 

1.  Do  not  leave  offices  unattended  or  unsecured. 

2.  Do  not  leave  purses,  wallets  or  other  valuables 
unattended  in  offices. 

3.  Do  not  leave  valuables  in  plain  sight  in  unattend- 
ed vehicles. 

4.  Do  not  fail  to  lock  your  parked  vehicle. 

5.  Report  all  suspicious  incidents  to  your  local 
security  officer  or  law  enforcement  representa- 
tive. 

Hence  a word  to  the  wise:  BE  CAREFUL! 


CATCH 

THE 

SPIRIT 

k)(S^  Combined  Pedant  CamfJciicj n 
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Happy  Thanksgiving 

Each  November,  families  and  friends  gather  on 
Thanksgiving  Day  to  share  good  home  cooking, 
football  games,  and  camaraderie,  and  to  recount  the 
many  blessings  received  throughout  the  year. 

As  in  years  past,  we  in  DCAA  have  many  reasons  to 
give  thanks  on  this  holiday.  During  1984,  our  profes- 


sionalism, integrity  and  perserverance  in  performing 
our  audit  mission  has  saved  the  government  and 
taxpayers  millions  of  dollars.  This  reflects  the  dili- 
gence and  devotion  to  duty  each  of  you  possess,  and 
is  a credit  to  the  Agency  as  well  as  to  the  Department 
of  Defense. 

My  thanks  and  appreciation  to  each  of  you  for  your 
support  and  dedication  to  the  Agency,  and  my  sincere 
wishes  that  your  personal  successes  and  blessings  are 
bountiful. 

<5Qk~^ 

C.  O.  STARRETT,  Jr. 


National  Women  Veterans  Recognition  Week 


Today,  there  are  more  than  1,100,000  women 
veterans  of  military  service  in  this  country.  They 
represent  approximately  4.1  percent  of  the  total 
veteran  population.  Women  have  responded  in  all 
instances  to  the  challenges  of  military  service  with 
courage,  dedication  and  perseverance. 

Women  veterans  continue  to  perform  vital  roles  in 
our  national  security,  serving  in  Defense  locations 
worldwide  as  federal  civilian  employees  of  the  Depart- 
ment of  Defense,  as  defense  contractor  personnel, 
and  as  spouses  of  our  active  and  reserve  military  members. 

To  recognize  women  veterans,  the  Congress  and 
the  President  through  enactment  of  legislation  have 
declared  the  week  beginning  November  11,  1984,  as 
National  Women  Veterans  Recognition  Week  in 
order  to  create  public  awareness  of  contributions  of 
women  veterans. 


Our  hats  go  off  to  you,  the  women  veterans  working 
in  the  DCAA  family,  for  your  honorable  services  on 
behalf  of  our  nation. 


SB 


o each  generation 
comes  its  patriotic 
duty,  and  upon 
your  willingness  to 
sacrifice  and 
endure,  as  those 
before  you  have 
sacrificed  and 
endured,  rests  the 
national  hope." 

Charles  Evans  Hughes, 
Chief  Justice, 
U.S.  Supreme  Court 
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And  what  a day  it  was 


Terrance  F.  Slauson,  an  auditor  with  the  DCAA 
Seattle  Branch  Office,  received  the  Department  Secre- 
tary of  Defense  Meritorious  Civilian  Service  Award 
for  his  exceptional  contributions  to  the  successful 
investigation  and  prosecution  by  the  Department  of 
Justice  of  fraudulent  activities  by  a Defense  contrac- 
tor. 

Slauson  was  instrumental  in  producing  incriminat- 
ing evidence  of  deliberate  mischarging  and  manipula- 
tion of  labor  costs  under  government  contracts.  The 
U.S.  Attorney  — Western  District  of  Washington 
expressed  the  opinion  that  “Without  question,  the 
successful  criminal  prosecution  would  not  have  been 
achieved  without  Slauson’s  quality  efforts  and  work 
product.” 
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But,  the  day  did  not  end  here  for  DCAA’s  man  of 
the  hour.  Slauson  was  one  of  12  DoD  persons  whose 
individual  efforts  were  recognized  by  President 
Reagan.  The  President  first  met  with  these  individuals 
in  the  Cabinet  Room  of  the  White  House.  Terry  was 
seated  next  to  the  President  and  enjoyed  an  extensive 
conversation  with  the  President  regarding  his  efforts 
and  those  of  DCAA.  The  President  must  have  been 
impressed  with  Slauson’s  story  because  he  singled  out 
his  effort  in  a brief  news  conference  that  followed  in 
the  Rose  Garden. 

What  a day  it  was!!! 


When  Slauson  was  finished  filling  in  the  Assistant 
Secretary  of  Defense  Comptroller  about  his  activities 
he  hurried  up  to  the  Secretary’s  Office  where  he  was 
able  to  thank  the  Secretary  and  briefly  mention  our 
efforts  in  the  Department’s  behalf. 
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Mischarging: 


A contract  cost  dispute 
or  a criminal  fraud? 


Editor’s  note:  This  is  the  second  digest  of  a lengthy 
legal  article  written  by  James  J.  Graham,  Deputy 
Chief  of  the  Fraud  Section  of  the  Criminal  Division, 
Department  of  Justice  (DoJ).  The  first  digest  appear- 
ed in  the  August  issue  of  The  Bulletin.  Graham’s 
articles  are  exerpts  from  DoJ’s  Bulletin  on  Economic 
Crime  Enforcement. 

CRIMINAL  LAW  STANDARDS 

The  selection  of  the  particular  type  of  fraud  statute 
depends,  in  part,  on  the  documents  in  which  the 
mischarging  appears  or  on  the  activities  of  the  accus- 
ed. However,  it  is  possible  to  identify  the  key  items  of 
each  theory  of  prosecution  that  raise  particular  issues 
with  respect  to  mischarging  prosecution. 

False  Statement/Concealment  (18  U.S.C.  §1001) 

This  statute  covers  false  and  fraudulent  statements 
and  representations,  false  writings  and  documents, 
and  concealments  by  trick,  scheme  or  device,  and  is 
designed  to  protect  the  authorized  functions  of  govern- 
ment departments  and  agencies  from  the  evils  that 
might  result  from  deceptive  practices.  The  critical 
elements  for  mischarging  are  materiality,  knowledge, 
and  willfulness,  and  falsity. 

The  statement  or  concealment  need  not  acually  be 
submitted  to  the  United  States  or  to  any  agent  of  the 
United  States,  but  may  be  made  in  corporate  records 
which  could  be  the  subject  of  federal  inspection.  In  the 
cost  accounting  area,  employee  time  cards  and  other 
internal  corporate  documents,  if  covered  by  the 
contract  clause,  for  example,  can  be  the  vehicle  for  a 
false  statement  prosecution  of  a contractor. 

Proof  of  the  statement’s  actual  falsity  is  a critical 
element  of  any  mischarging  prosecution  since  the 
flexibility  of  the  regulations  and  accounting  practices 
lends  itself  to  the  defense  that  the  statement  charged 
is  not  literally  false.  The  charge  of  concealing  and 
covering  up  by  trick,  scheme  or  device  obviates  the 
need  to  prove  the  literal  falsity  of  a statement,  but 
requires  proof  of  some  affirmative  act  constituting  the 
trick,  scheme  or  device  specified  in  the  indictment. 
Proof  that  the  defendant  has  a recognizable  duty  to 
disclose  the  information  concealed  may  also  be  re 
quired  to  show  the  defendant’s  intent. 

The  element  of  knowledge  pertains  directly  to  the 
falsity  of  the  particular  statement,  not  to  the  existence 
of  the  federal  involvement.  This  knowledge  can  be 
difficult  to  prove  on  several  levels  in  a mischarging 
case.  In  some  cases,  proof  of  knowledge  by  upper 


management,  although  progressively  more  difficult, 
can  be  satisfied  by  evidence  of  a reckless  disregard  for 
the  truthfulness  of  a statement  coupled  with  a con- 
scious effort  to  avoid  learning  the  truth. 

The  element  of  materiality  is  a legal  issue  to  be 
resolved  by  the  court.  The  test  is  whether  the  false 
statement  (or  concealment)  has  a natural  tendency  to 
influence  or  was  capable  of  influencing  the  decision, 
and  not  whether  the  government  was  actually  influ- 
enced by  or  relied  on  the  false  statement.  In  mischarg- 
ing cases  the  issue  arises  most  frequently  in  two  ways. 
The  contractor  may  assert  that  the  statement  cannot 
be  material  in  that  the  government  was  notified  of  and 
may  even  have  approved,  the  contractor’s  accounting 
practice.  Alternatively,  there  may  be  evidence  that, 
despite  the  incorrect/false  charge,  there  is  negligible 
monetary  impact  on  the  United  States.  Proof  of  this 
assertion  would  require  evidence  of  the  correct 
charge  and  evaluation  and  comparision  of  the  account- 
ing consequences. 

False  Claim  (18  U.S.C.  §287) 

Although  this  statute  is  identical  to  § 1001  in  terms  of 
the  knowledge  and  intent  elements,  its  difference  in 
scope  can  make  it  more  effective  in  a mischarging 
case.  Proof  of  a claim  on  the  United  States  for  money 
or  property,  made  directly  to  the  United  States  or 
through  a state  government  is  required.  Although  the 
government  must  prove  that  the  claim  is  false,  fictitious 
or  fraudulent,  the  necessity  of  proving  willfulness  and 
materiality  is  in  dispute  among  the  Federal  Circuit 
Courts.  Proof  of  intent  to  defraud  is  not  required,  only 
proof  that  the  defendant  “had  the  specific  intent  to  do 
something  he  knew  the  law  forbade.” 

The  statute  has  a direct  civil  counterpart  in  31 
U.S.C.  §3729,  discussed  previously.  A conviction 
under  §287  also  benefits  a subsequent  civil  suit  using 
§3729,  due  to  availability  of  collateral  estoppel  and  the 
res  judicata  doctrines  that  will  avoid  relitigating  the 
basic  facts. 

The  vehicle  for  prosecution  is  the  invoice  peri- 
odically submitted  to  the  government  on  the  contract. 
It  is  uncertain  whether  false  charges  submitted  by  a 
subcontractor  are  chargeable  unless  directly  paid  by 
the  United  States  with  a treasury  check. 

General  Fraud  Statutes 

The  essential  elements  of  the  mail  and  wire  fraud 
statutes  (18  U.S.C.  §1341  and  18  U.S.C.  §1343),  and 

cont’d  next  page 
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the  conspiracy  statue  (18  U.S.C.  §371),  generally 
apply  to  a mischarging  case.  The  critical  element  in 
each  statute  is  the  definition  of  “defraud  the  United 
States.”  Proof  that  the  United  States  has  been 
defrauded  does  not  require  any  showing  of  pecuniary 
or  proprietary  loss.  The  statutory  language  is  not 
limited  and  the  cases  describe  the  conduct  in  broad 
terms. 

The  most  wide  ranging  aspect  of  the  definition  of 
defrauding  the  United  States  is  the  phrase  “obstruct 
or  impair  legitimate  government  activity.”  This  type  of 
fraud  may  take  any  one  of  several  forms:  bribery  of  a 
government  official  to  breach  a duty  owed  to  the 
government;  misuse  of  a right  or  privilege  given  by  the 
government,  e.g.,  granting  a permit,  administering  VA 
loans,  building  hospitals,  or  collecting  tax;  obstruction 
by  diverting  federal  funds  from  their  true  and  lawful 
object;  or  a kickback  between  a general  contractor 
and  a subcontractor. 


Foreign  Corrupt  Practices  Act  (FCPA)(  15  U.S.C. 
§78m(b)  (2)  (A)  - 1 et.  seq.) 

Another  statute  and  theory  of  prosecution  that  may 
be  available  in  the  mischarging  area  involves  the 
recordkeeping  provisions  of  the  FCPA.  Enacted  in  the 
wake  of  the  overseas  bribery  scandals  these  record- 
keeping provisions  require  publicly  held  corporations 
to  “make  and  keep  books,  records  and  accounts 
which,  in  reasonable  detail,  accurately  and  fairly 
reflect  the  transactions  and  dispositions  of  the  assets 
of  the  issuer.”  Willful  violation  of  this  requirement 
violates  the  1934  Securities  Exchange  Act  imposing 
criminal  penalties.  Questions  of  materiality  and  the 
effect  of  a mischarging  on  disposition  of  the  assets 
notwithstanding,  this  theory  of  prosecution  raises 
interesting  possibilities  in  the  area  of  mischarging.  For 
further  information  call  James  Graham  at  (FTS) 
724-7340. 


Travel  tips 

Employees  in  an  official  travel  status  should  use  the 
same  care  incurring  expenses  as  a prudent  person 
would  exercise  if  traveling  on  personal  business. 

As  a rule,  most  government  travelers  visit  areas 
where  they  must  transfer  from  one  place  to  another 
once  they  have  arrived  at  their  destination,  such  as 
from  the  airport  to  a hotel  and  from  the  hotel  to  an 
office  location.  Unless  an  employee’s  orders  restrict 
the  use  of  taxicabs,  an  employee  in  a temporary  duty 
status  may  utilize  taxicabs  between  the  following 
points: 


® The  common  carrier  or  other  terminal  and  the 
employee’s  place  of  business  or  place  of  lodging. 

® Common  carrier  terminals  while  en  route  when 
it’s  necessary  to  change  from  one  common 
carrier  to  another. 

• Common  carrier  terminal  and  place  of  lodging  in 
connection  with  unavoidable  delays  en  route 
incident  to  transportation. 

® A temporary  duty  station  and  a place  where 
meals  are  procured  when  suitable  meals  cannot 
be  obtained  at  the  temporary  duty  station.  A 
statement  of  the  necessity  for  such  travel  should 
accompany  the  travel  voucher. 

• Place  of  abode  and  permanent  duty  station  on 
the  days  of  departure  from  and  return  to  the 
permanent  duty  station  incident  to  temporary 
duty  requiring  at  least  one  night’s  lodging. 

In  addition,  travel  orders  must  indicate  all  authorized 
modes  of  travel  and  be  approved,  in  advance,  by  the 
approving  official. 

If  the  use  of  a taxicab  has  been  authorized  on  your 
orders,  and  you  experience  problems  getting  reim- 
bursed after  filing  a travel  voucher  with  your  servicing 
Accounting  and  Finance  Center,  please  nofity  Head- 
quarters, Attention:  CMR. 
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Award  winners  . . . 


ATLANTA 

Quality  Step  Increase 

Gwendolyn  Rooney 
Raleigh  Fulmer 
Robert  Waggoner 
Geraldine  Carroll 
Melva  Emerson 
Paul  Davis 
Frederick  Oren 
Joseph  Stalder 
Earl  Burks 
Donald  Woodrum 
Juddie  Rice 
Jamie  Fox 
Wayne  Murdock 
Ann  Lusk 
Michael  Sullivan 
Joseph  Francis 
Charles  Wylie 

Special  Act  Award 

Bobby  Pruitt 
Dennis  Hardiman 
Betty  King 
Donnie  Benfield 
Thomas  Weeks 
William  Steele 
Michelle  Hainze 
Thomas  Rogers 
Lynette  Sparrow 
Alice  Bell 
Eleanor  Reedy 

Sustained  Superior  Performance 

Frances  Digenthal 
Ann  Lawler 
Russell  Mathuss 
Sandra  Miller 


BOSTON 

Quality  Step  Increase 

Joseph  C.  Bracken 
Leonard  T.  Shetensky 
Ronald  C.  Roy 
Roger  R.  Bibeau 
Alfonso  Apruzzese 
Harold  F.  Kershaw 
John  H.  Galiatsos 
Haralambos  Angelos 
George  P.  Robertson 
Robert  M.  Assarian 
Joseph  M.  Bannish 
Kathleen  L.  Prygocki 
Gerard  J.  Coogan 
Carl  D.  Fredrickson 
Samuel  J.  Mercuri 
Bronislaus  C.  Lukasiewicz 
Richard  S.  Rosato 
Ronald  E.  Squiers 
Joseph  M.  Young 
John  Mahoney 
James  J.  Silva 
Robert  J.  Bechard 
Ronald  C.  Chase 
Donald  Durkin 
Stephen  W.  Perl 
Joseph  T.  Spano 
Luke  W.  Dunn 
James  A.  CArrera 
Kathleen  Bemis 
Kathleen  B.  Keighley 
Michael  E.  Lennon 
Donald  E.  Steele 
Robert  A.  Johnston 
Paul  LaPointe 


Special  Act  Award 

Marc  I.  Sherman 
Frank  A.  Rydstrom 

Sustained  Superior  Performance 

Theodore  Ellis 
Henry  M.  Winter  Jr. 

Richard  m.  Piemonte 
Joseph  B.  D’Alessandro 
Bernard  Katz 
Richard  P.  Houlihan 
Donald  F.  Winslow 
Bernard  F.  Monagle 
Joseph  M.  Pappalardo 
Natalie  M.  Chatel 
Margaret  E.  G.  Hiscox 
Scott  F.  Rines 

Meritorious  Service  Award 

John  N.  Riddell 

Letter  of  Appreciation 

Jacintho  J.  Farea 
Luke  W.  Dunn 
John  H.  Sabol 
John  Shutts 
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Professional  activities  . . . 


Chicago 

Herbert  D.  Sill,  auditor,  General  Dynamics  Land 
Systems,  Inc.,  Lima  Army  Tank  Plant  Suboffice, 
Lima,  Ohio,  passed  the  CPA  examination  in  the  state 
of  Ohio. 

Joyce  A.  Menefee,  auditor,  GE  Resident  Office, 
Cincinnati,  Ohio,  passed  the  CPA  examination  in 
Ohio. 

Donald  H.  Ruben  regional  audit  manager,  Chicago 
Region,  spoke  before  the  American  Society  for  Indus- 
trial Security  on  “Agency  Mission  and  Policy  on 
Fraud,  Waste  and  Abuse.” 

Charles  E.  Glover,  auditor,  McDonnell  Aircraft 
Company,  St.  Louis,  Missouri,  is  teaching  “Principles 
of  Accounting  II.”  at  Belleville  Area  College,  in  Illinois. 

DCAI 

Douglas  C.  Sexton,  project  manager,  DCAI, 
Memphis,  Tennessee,  was  awarded  a CPA  certificate 
in  Tennessee. 

Field  Detachment 

Roy  A.  Merrick,  auditor,  received  CPA  certifica- 
tion from  the  state  of  Missouri. 

Los  Angeles 

Joel  M.  Valenzuela,  Deputy  Regional  Director, 
Los  Angeles  Region,  spoke  before  the  1984  ASD 
Pricing  Symposium  in  Dayton,  Ohio  on  “Warranty 
Initiatives.” 

Marc  Cummings,  auditor,  Bell  Branch  Office, 
passed  the  CPA  examination  in  the  state  of  California. 

Joyce  M.  Baumach,  auditor,  San  Fernando  Valley 
Branch  Office,  passed  the  CPA  examination  in 
California. 

Anna  Kuehl,  auditor,  Bell  Branch  Office,  was 
awarded  a CPA  certificate  from  California. 

Philadelphia 

Harvey  Della  Bernarda,  Regional  Director,  Phila- 
delphia, spoke  on  “DCAA  in  the  Computer  Area,” 
before  the  Northern  New  Jersey  Chapter  of  AGA. 


Andrew  T.  Habina  Jr.,  resident  auditor,  Newport 
News  Resident  Office,  was  appointed  President  of  the 
Association  of  Government  Accountants  — Virginia 
Peninsula  Chapter. 

Sharon  Horne,  auditor,  Newport  News  Resident 
Office,  was  appointed  Secretary  of  the  Association  of 
Government  Accountants  — Virginia  Peninsula 
Chapter. 

James  Schuchardt,  supervisory  auditor,  Beltway 
Branch  Office,  Philadelphia  Region,  received  the 
“Certified  Cost  Analyst  Certificate”  from  the  Institute 
of  Cost  Analysis. 

San  Francisco 

Jack  C.  Blaylock,  auditor,  Puget  Sound  Branch 
Office,  Boeing  Commercial  Airplane  Company  Sub- 
office, passed  the  CPA  examination  in  the  state  of 
Washington. 

Sharon  A.  Cotton,  auditor  trainee,  Peninsula 
Branch  Office,  passed  the  CPA  examination  in  the 
state  of  California. 

Steven  E.  Fogle,  senior  auditor,  Peninsula  Branch 
Office,  was  awarded  a CPA  certificate  from  the  state 
of  California. 

Kent  D.  Godfrey,  Branch  Manager,  Puget  Sound 
Branch,  passed  the  CPA  examination  in  the  state  of 
Washington. 

Arthur  L.  Grisham,  regional  audit  manager,  San 
Francisco  Region,  held  a workshop  on  “Defense 
Contract  Auditing”  for  the  National  Convention  of  the 
National  Association  of  Black  Accountants. 

Pamela  G.  Henderson,  senior  auditor,  Boeing 
Resident  Office,  spoke  before  Paragon  (a  Metro- 
politan Development  Council  Employment  Readiness 
Program)  on  “Motivation  and  Success.”  Henderson 
also  accepted  an  appointed  to  the  Advisory  Board  of 
Paragon,  Metropolitan  Development  Council. 

Jeffrey  L.  Hodges,  senior  auditor,  East  Bay 
Branch,  spoke  before  the  National  Association  of 
Black  Accountants  (NABA)  on  “Accounting  Records 
and  Practices  Required  by  the  Cost  Accounting 
Standards  and  Federal  Acquisition  Regulations.” 

Norman  P.  Hodges,  auditor,  Salt  Lake  City, 
passed  the  CPA  examination  in  Utah. 
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Shing  Chak  Lee.,  supervisory  auditor,  Peninsula 
Branch  Office,  was  awarded  a Certified  Public  Ac- 
countant Certificate  in  the  state  of  California. 

Ronald  L.  Reeder,  Branch  Manager,  Honolulu, 
Hawaii,  was  appointed  Chairperson  for  the  Chapter 
Newletter  Committee  of  the  Association  of  Govern- 
ment Accountants. 

John  R.  Rupp,  auditor,  Honeywell,  passed  the 
CPA  examination  in  Minnesota. 

David  A.  Smith,  auditor,  Pacific  Branch,  passed 
the  CPA  examination  in  May  of  1984 

Jane  A.  Stanek,  auditor,  Martin  Marietta,  passed 
the  CPA  examination  in  May  1984. 

Richard  A.  Taylor,  auditor,  Denver  Branch  Office, 
passed  the  CPA  examination  in  May  1984. 

Joyce  M.  Thompson,  supervisory  auditor,  East 
Bay  Branch,  spoke  before  the  National  Association  of 
Black  Accountants  on  “DCAA  Emphasis  on  Labor 
Audits  and  Related  Internal  Controls.” 

Joseph  S.  Witcher,  auditor,  East  Bay  Branch 
Office,  has  been  elected  Director  of  Education  Activi- 
ties for  the  Alpha  Phi  Alpha  Fraternity,  Inc.  in  San 
Francisco.  Witcher  also  is  a member  on  the  Peninsula 
Association  of  Black  Personnel  Administrators,  Schol- 
arship Committee  in  Sunnyvale,  California  as  well  as 
Chairperson  for  the  National  Association  of  Black 
Accountants  (NABA)  in  San  Francisco. 

Ronald  Hop,  senior  auditor,  Peninsula  Branch 
Office,  spoke  before  the  San  Jose  State  University  on 
“Auditing  Defense  Contracts.” 

Stephen  T.  Larkin,  senior  auditor,  Aerojet  Resi- 
dent Office,  spoke  on  “Fraudulent  Labor  Distribu- 
tion,” before  the  Air  Force  Plant  Representative 
Office,  Fraud,  Waste  and  Abuse  Working  Grouping. 
Larkin  also  spoke  on  “Job  Opportunities  with  DCAA” 
at  the  Sacramento  State  University’s  Sixth  Annual 
Career  Connection  Forum. 

Donald  J.  Lehto,  auditor,  Honeywell  Resident 
Office,  is  a member  of  the  Board  of  Directors  for  the 
Taxpayer  Assistance  Committee  for  the  Minnesota 
Accounting  Aid  Society  in  Minneapolis. 

Bennett  G.  Lyftogt,  supervisory  auditor,  Honey- 
well Inc.  Resident  Office,  passed  the  CPA  examination 
in  Minnesota  in  May  of  1984. 

Joan  L.  Morris,  auditor  trainee,  Minneapolis 
Branch  Office,  is  teaching  “Principles  of  Accounting” 
at  the  University  of  Minnesota. 

Jan  Sawyer,  auditor,  FMC  Resident  Office,  was 
appointed  Awards  Chairperson  for  the  AGA  — 
Peninsula  — Palo  Alto  Chapter. 


Jerome  J.  Stasch,  auditor,  FMC  Resident  Office, 
was  appointed  Director  of  the  Programs  Committee 
for  AGA 

Rodney  A.  Thompson,  senior  auditor,  Honeywell 
Inc.,  passed  the  CPA  examination  in  Minnesota. 


FOR  A BETTER  TOMORROW 


SIGN  UP  TODAY! 

BUY  U.S.  SAVINGS  BONDS 

United  States  Savings  Bonds  now 
offer  a variable  interest  rate  tied  to 
market  rates. 

Join  me  and  over  1 million  Federal 
employees  in  taking  stock  in 
America. 

Take  another  look  at  savings 
bonds-we’ve  made  them  better! 


Secretary 

Department  of  Housing 
and  Urban  Development 
1984  Chairman, 

Interagency  Savings  Bonds 
Campaign 
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